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31-008.058 Total Inpatient Days: In computing the provider‘s allowable cost per day 
for determination of the prospective rate, total inpatient days are the greater of the 
actual occupancy or 85 percent of total licensed bed days. Total inpatient days are 
days on which the patient occupies the bed at midnight or the bed is heldfor hospital 
leave or therapeutic home visits. Payment for holding beds for patients in acute 
hospitals or on therapeutic home visits is permitted if the policy of the facility is to hold 
beds for privatepatientsand if the patient’s bedis actually held. Bedholding is 
allowed for 15 days per hospitalization and up to 36 days of therapeutic home visits 
per calendar yearfor an ICF/MR client. 

Medicaid inpatient days are days for which claims (Printout MC-4, “Long Term Care 
Facility Turnaround Billing Document,”) fromthe provider have been processed bythe 
Department. The Department will not consider days for which a claim has not been 
processed unless the provider can show justification to the Department‘s satisfaction. 
Days for which the client’s Medicaid-eligibility is in a “spenddown” category are not 
considered Medicaid inpatient days. 

exception When a client is admitted to an ICF/MR and dies before midnight on the 
same day, the Department allows payment for one day of care. The day is counted as 
one Medicaid inpatient day. 

31-008.05CNewConstruction,Reopenings, and Certification changes Fornew 
construction(entirefacility or bed additions), facility reopenings, or acertification 
changefromNursingFacility to ICF/MR total inpatient beddays available arethe 
greater of actual occupancy or 50 percent of total licensed bed days available during 
the first year of operation,beginning with the first day patients areadmitted forcare. 

31-008.05D Start-up Costs: All new providers entering NMAPafterJuly31,1982, 
shall capitalize and amortize their allowable start-up costs. Only those costs incurred 
threemonthsbeforethe admission of the first client (private or Medicaid) may be 
capitalized and amortized. These costs must be documented and submitted with the 
provider‘s initial cost report. Amortization of these costs begins on the date of the first 
admission and must extendover at least 36 months, but must not exceed 60 months. 

Start-upcostsinclude, for example, administrative and nursing salaries, heat, gas, 
taxes,electricity, insurance, interest, employee training costs, repairs and 

maintenance, housekeeping, and any other allowable costs incidental to the start-up 
period. 
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31-008.05Ecustomary charge AnICF/MR’sprospectivepayment for ICF/MR 
services shall not exceed the ICF/MR’s projected average customary charge to the 
general public for the same level of care services, except for public facilitiesproviding 
services at anominalcharge.TheDepartmentdoes not useHIM-15,Chapter 26 

c .  	;&-..-> . __policies andprocedures Average customary charge is defined as net revenue (total 
charges for covered reducedchanty courtesyservices by and allowances, bad debts --=--+* 

and other uncollectedcharges)derivedfrom“private”residents divided by the 
“private” inpatientdays(includingapplicablebedholding). The projected average 
customary charge is computedbyadjustingtheaveragecustomarychargeby an 
amountequal to thelesseroftheaveragecustomarycharge or theallowable 
operating cost, as computed for the most recent report period, times a percent equal 
to 1 1/2 times the Inflation Factor (see 471NAC31-008.06C5)forthe most recent 
report period. Facilities in which private resident days are less than 5 percent of the 
total inpatient days,asdefined in 471 NAC 31-008.056,willnotbesubject to the 
customary charge limitation. 

31-008.05FCommonOwnership or Control:Costsapplicabletoservices, facilities, 
and suppliesfurnished to aprovider byorganizationsrelatedtothe provider by 
common ownership or control must not exceed the lower of the cost to the related 
organization or thepriceofcomparableservices,facilities, or supplies purchased 
elsewhere. An exception to the general rule applies if the provider demonstrates by 
convincing evidence to the Department’s satisfaction that-

I. The supplying organization is a bona fide separate organization; 
partthe organization’s2. 	 A substantial of supplying business activity is 

transactedwithothersthantheproviderandorganizations related to the 
supplier by common ownership or control, and there is an open competitive 
marketforthetype ofservices,facilities, or supplies furnished by the 
organization; 

3. 	 The services,facilities,orsuppliesarethosewhichcommonlyare obtained 
by institutions like the provider from other organizations and arenot a basic 
element of patientcareordinarilyfurnisheddirectly to patientsbysimilar 
institutions; and 

4. 	 The charge to theprovider is inlinewiththechargeforthoseservices, 
facilities, or supplies in the open market, and is no more than the charges 
made undercomparablecircumstancestoothersbythe organization for 
those services, facilities, or supplies. 

When all conditionsofthisexceptionaremet,thechargesbythesupplier to the 
provider for services, facilities,or supplies are allowable as costs. 
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31-008.05G Leased Facilities: Allowable costs for leased facilities (including, but not 
limited to,leases,subleases,and other similartypesofcontractualarrangements), 
including all personal property covered in the lease, entered into after July 31, 1982, 
must not exceed the actualcost of the lessor for depreciation, interest on lessor's 
mortgage, and other costs of ownership incurred as a condition of the lease. If the 
lessor sells the facility,all provisions of 471 NAC 31-009.05J will apply, except that the 
Department does not recapture depreciation on leases between unrelated parties. All 
interest must be specifically identifiedor reasonably allocated to the asset. All actual 
costs to thelessorare computedaccordingtotheratesetting principles of this 
section. If costs are claimed for leases, the lease agreement must provide that the 
lessor will 

1. 	 Provide an itemizedstatementattheendofeach provider's report period 
which includes depreciation, interest, and other costsincurred as a condition 
to the lease; and 

2. 	 Makerecordsavailable for audituponrequestof the Department, the 
DepartmentofHealthandHumanServices(HHS), or their designated . 
representatives. 

31-008.05HInterestExpense: For rateperiodsbeginningJanuary 1, 1985, interest 
cost will not be allowed on loan principal balances which are in excess of 80 percent 
ofthefixedassetcostrecognizedbytheDepartment for longterm care. This 
limitation does not apply to government owned facilities. 

31-008.05J Recognition ofFixedCostBasis:The fixed cost basis for facilities 
purchased as an ongoingoperation or fornewlyconstructed facilities or facility 
additions shall bethe lesser of 

1. The acquisition cost of the asset to the new owner; 
2. 	 Theacquisition costwhich is approvedbytheNebraska Department of 

Health Certificateof Need process; or 
3.Forfacilitiespurchased asanongoingoperation on or after December 1, 

1984, the allowable costof the asset to the owner of record as of December 
1,1984, or for assetsnotinexistenceasof December 1, 1984, the first 
owner of record thereafter. 

471 NAC 31-008.070, Recapture of Depreciation, will applyto this part. 

Costs (including legal fees, accounting and administrative costs, travel costs, and the 
costs of feasibility studies) attributable to the negotiationor settlement of the sale or 
purchase of any capital asset (by acquisition or merger) for which any payment has 
previously beenmade are not allowable. 

This part will not apply to changes of ownership of assets pursuantto an enforceable 
agreement enteredinto before December 1, 1984. 
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31-008.05K Approved Projects: NotwithstandingCertificate of Need any other 
provision of 471 NAC 31-008, et seq., the fixed costs reported to the Department of 
Social Services for a Department of Health Certificate of Need reviewed project shall 
not exceed the amount that would result from the application of the approved project 
provisions including the estimated interest ratesand assetlives. 

Certificate of Need provisions recognized by the Department of social Services, for -
the purposes of rate setting, shall be the original project as approved, the approved 
project amendments submittedwithin 90 days of the transfer of ownership or opening 
ofnewlyconstructedareas, and theallowable cost overruns disclosed in a final 
project report submittedto the Departmentof Health within 180 days of the opening of 
newlyconstructed areas.Projectamendments and project reports submitted to the 
DepartmentofHealthCertificateof Need after the periods defined above will be 
recognizeduponapprovalbeginning on the date that the amendment or report is 
received by the Department of Health Division of Hospital and MedicalCare Facilities. 
The addedcosts incurred priorto the date the late amendment or report is filed will not 
be recognized retroactivelyfor rate setting. 

Salaries of Administrators, Owners. and Directly Parties:31-008.05L Related 
Compensation received by an administrator, owner, or directly related party is limited 
toareasonableamountfor the documented services provided in anecessary 
function. Reasonable value of the documented services rendered by an administrator 
is determinedfromMedicareregulations and administrator salarysurveys for the 
Kansas City Region, adjusted for inflation by the Department of Health and Human 

receivedServices. All compensation by an Administrator is included in the 
AdministrationCostCategory,unless an allocation has prior approval from the 
Department. Reasonable value of the documented services rendered byan owner or 
directly related party who hold positions otherthan administrator is determined by: (1) 
comparisontosalariespaidforcomparable position(s) within the specific facility, if 
applicable, or, if notapplicable,then (2) comparison to salariesforcomparable 
position(s) aspublished bytheNebraskaDepartment ofPersonnel in the “State of 
Nebraska Salary Survey”. 

31-008.05MAdministrationExpense: In computing the provider‘sallowable cost for. 
determination of the rate, administration expense islimited to no morethan 14 percent 
of the total otherwise allowable Direct Nursing, Direct Support Services, and Other 
Support Services Componentsfor the facility. 

Thiscomputation is made bydividingthe total allowable DirectNursing,Direct 
Support Services, and Other Support Services Components, less the administration 
cost category, by 0.86. The resulting quotient is the maximum allowable amount for 
the Direct Nursing, Direct Support Services,and Other SupportServices components, 
including the administration cost category. If a facility’s actual allowable cost for the 
threecomponentsexceedsthisquotient, the excess amount is used to adjust the 
administration cost category. 
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31-008.05NFacility Bed Size: To qualify for rate determination under provisions of 
31-008 ff ., the facility shall have a minimum of 15 licensed beds. Facilities with fewer 

15 beds on October 1, 2000 shall be grandfathered thisthanlicensed into 
methodology; facilities withfewer than15 licensed beds after October1, 2000 shall be 
reimbursed under provisions of the Nebraska Home and Community Based Waiver 
Program. 

31-008.05POtherLimitations:Otherlimitations to specificcostcomponents of the 
rate are includedin the rate determination provision of this system. 

31-008.06RateDetermination: The Departmentdeterminesrates under thefollowing 
guidelines: 

31-008.06ARatePeriod: The rate period for non-Stateoperatedfacilitiescovers 
services provided January 1 through December31 of each year. A Rate Period may 
be identified as either aRebase Year or an Interim Year. 

31-008.06A1 Rebase Year: A Rebase Year occurs January 1, 2001, and every 
third year thereafter, i.e., January 1, 2004, January 1, 2007, etc. 

31-008.06A2 Interim Year: An Interim Year is every year that is not a Rebase 
Year. 

31-008.06B Reporting Period: Each facility shall file a cost report each year for the 
twelve-month reportingperiod of July 1through June 30of each year. 

31-008.06C Rates for Rebase Years for Intermediate Care Facility for the mentally 
Retarded(ICF/MRs) Excluding State-OperatedICF/MRs:EffectiveJanuary I ,  2001, 
subjecttotheallowable,unallowable,and limitation provisionsof this system,the 
Department pays each facility a prospectively determined amount for reasonable and 
adequate costs during each rate period. The per diem rates are based on financial 
and statistical datafrom the most recent cost report period, submitted by the facilities. 
Individual facility prospectiverates have four components: 

1. TheICF/MRPersonnelOperating Cost Component; 
2. TheICF/MR Non-PersonnelOperatingCostComponent; 
3.TheICF/MR Fixed CostComponent; 
4.TheICF/MRAncillaryCostComponent; and 
5. TheInflationFactor. 

An ICF/MR facility’s prospective rate is the sum of the above five components, subject 
to the rate limitation provisions ofthis system. 
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31-008.06C1ICF/MRPersonnelOperating Cost Component:Thiscomponent 
of the prospective rate includessalaries,wages.fringebenefits, the personnel 
cost portionof services,purchased and the personnel cost portion of 
management fees or allocated expense for resident care services and support 
services. The residentcareservicesportion of the personnel operating cost 
component shall consistofdirectcarestaff,directcareadministration, active 
treatment, and medical services.Thesupport servicesportionshall -consist of 
dietary,laundryandhousekeeping,property and plant,andadministrative 
services. 

Both theresidentcareservicesand the supportservices portions of the 
personnel operating cost componentof the prospective rate are thelower of 

1. 	 Theallowablepersonneloperating costperdayas computed for the 
facility’smost recent costreportperiod,adjustedby 1 112 times the 
Inflation Factor computed under provisions of471NAC 31-008.06C5, 
or 

2. 	 The facility’sPersonnelOperating CostModel,adjustedby 1 1/2 times 
the Inflation factor computed provisionsunder of 471 NAC 31
008.06C5. 

31-008.06C1 a Personnel Operating Cost Model: The personnel operating 
costmodelcostperdayforeachfacility is determined basedoneach 
facility’s average actual occupancy per day limited to an average occupancy 
of not less than 15 residentsperday. level of careresidentmix, staffing 
standards,andreasonablewagerates 2s adjustedforreasonable fringe 
benefits. 

31-008.06C1a(1) Staffing Standards. The following staffing standards, 
in combination with the standard wage rates as described in item (3) ,  
are used to determine each facility’s efficient and adequate personnel 
cost. The 19 staffcategoriesandrespectivestandards are used to 
determine total efficientandadequatepersonnel cost and are not 
intended to berequiredstaffing levels foreachstaff category. All 
standard hours per resident day are paid hours and, therefore, include 
vacation, sick leave, and holidaytime. 
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The staffcategories and standardsare as follows: 

Hours per Resident Day 

Staff Categories 


Direct Care Staff 

-Aides, attendants, 

houseparents, counselors, 


managers6.5160 

Direct Care Admin. 
-QMRPs, residential service/ 
program coordinators, direct 
care supervisors0.9105 

All-

Hours per Resident Day 

Active Treatment Services 

-Physical therapists & 

assistants 

-Occupationaltherapists 

& assistants 

-Psychologists 

-Speech therapists & 

audiologists 

-Social workers 

-Recreationtherapists 

-Other professional & 

technical staff 
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Medical Services 
-Healthservicessupervisor 
-Registerednurses 

or vocationalnurses 


Dietaw 

-Dietitian, nutritionists 

-Food service staff 


Laundry & Housekeeping 

-Laundry & housekeeping 

personnel 


Property& Plant 

-Maintenance personnel 


Administration 

-Administrator 

-Assistant
administrators 
-Other personnelsupport 

--------see description following--------
------- see description following--------

0.1975 

0.0230 

0.5540 


0.3940 


0.3000 


_------see description following--------
_-------see description following--------
_---_--see description following---------

Thestandard fortheHealthServices Supervisor position is one full
timeequivalentemployee,which will result in a varying number of 
standardhoursperresidentday dependinguponthe number of 
residentdays.Thestandard hoursper resident day for registered 
nursesare 0.1885 reducedby the Health Services Supervisor hours 
per resident day. However, these standard hours may not reduce the 
facility below one full-time equivalent for the combined HealthServices 
Supervisor and R.N. positions. 

The standard for the Administrator position is one full-time equivalent 
employee.Thestandard for assistant administrators is based on 
facility size and is as follows: 
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Number of 
NumberofResidents 

1to 100 
101 to200 
201 to 300 
301 to 400 
401 to 500 
501 and over 

For other support personnel, 

Assistant Administrators 

None 

I 

2 

3 

4 

5 


the standard hours per resident day are 
0.608, reduced bythe assistant administrators’ hours per resident day. 

31-008.06C1a Standard wage Rates: Wage rates for each personnel 
- category will be determined annually basedon the actual average 

wage rates of the Beatrice State Developmental Centerfor the current 
cost report period. 

ICF/MR Non-Personnel Component:31-008.06C2 Operating Cost This 
component of the prospective rate includes all costs other than salaries, fringe 
benefits,thepersonnelcost portion of purchased services, and the personnel 
cost portion of management fees or allocated expenses for the administrative, 
dietary,housekeeping,laundry, plant related, and socialservice cost centers. 
The non-personnel operating cost component of the prospective rate is the lower 
of -

I. Theallowablenon-personnel operating costperdayascomputed for 
the facility’s most recent cost report period, adjusted by a percentage 
equal to I1/2 times the Inflation Factor computed under provisions of 
471 NAC 31-008.06C5; 

2. 	 110percent of the mean allowable non-personnel operating cost per 
day for all ICF/MR facilities, adjusted by a percentage equal to 1 1/2 
times the Inflation Factor computed under provisions of 471 NAC 31
008.06C5; or 

3.30percent of theweighted mean for all ICF/MRfacilitiesPersonnel 
Operating Cost Model adjusted by the Inflation Factor computed under 
provisions of 471 NAC31-008.06C5. The meanwill beweighted by 
the Nebraska Medicaid ICF/MRdays. 

ICF/MR Fixed component31-008.06C3 Cost component This the 

prospective rate includes the interest, depreciation, amortization, long-term’ 

rent/lease payments,personalproperty tax, real estate tax, gross revenue tax, 

and other fixed costs. The fixed cost component of the prospective rate is the 

allowable fixed cost per day as computed for the facility’s most recent cost report 

period. 
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31-008.06C4ICF/MR ancillary Cost Component:Thiscomponentofthe rate 
includes the ancillary center. The cost of thecost ancillary component 
prospective rate is theallowableancillarycostperday as computed for the 
facility's most recent report period. 

31-008.065ICF/MRInflationFactor: Thiscomponentofthe rate is computed 
each Report Period from nursing facility cost reports- r e v r e dto be submitted 
under provisions of471 NAC 12-011ff: 

31-008.06C5a: From all reporting nursing facilities, facilities included in the 
computation are thosethat:1)Didnothavemorethana 3% increase or 
decrease in occupancy from the previous Report Period, and 2) Maintained 
an occupancy level at85% or greater (see 471NAC 12-011.066 total 
Inpatient Days). 

31-008.06C5b: Desk audited nursing facility cost reports forthe current and 
the previous Report Period for the remaining facilities are used. 

31-008.06C5c: Each nursing facility's average cost per day for each period 
is computed, adjusted for increases/decreases in case-mix acuity, and then 
compared to this computation from the previous Report Period. Percentage 
changes are arrayed from low to high. 

31-008.06C5d:TheInflation Factor is themedian percentagechange, 
multiplied by 1.5to adjust theFactorforwardfrom the midpoint of the 
Reporting Period tothemidpoint of the RatePeriod.The Inflation Factor 
may not be less than "0%". 

31-008.06C6 ICF/MR Prospective Rates for an Interim Year: Interim Year rates 
utilize each facility's prior Rate Period rate, increased by the Inflation Factor as 
computed per 471NAC 31-008.06C5: except that the median is not increased by 
the 1.5 adjustment factor. 
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31-008.06C7ICF/MRExceptionProcess:ForInterimYearsonly, an individual 
facilitymayrequest, on anexceptionbasis,theDirectorofHHSFinance and 
Support to consider specific facility circumstance(s), which warrantan exception 
to thecomputedInflationFactor.Anexceptionmayonly be requested if the 
facility’s adjusted cost per day increase as computed in 471 NAC 31-008.06C5c 
is 2 percentagepointsormorethanthemedianincrease. In addition, the 
facility’s request must include: 

1. 	 Specificidentification of theincreasedcost@) that have caused the 
facility’s total cost increase to be 2 percentage points or more above 
the median increase,withjustificationforthereasonableness and 
necessity of the increase; 

2. 	 Whether the cost increase(s) are an ongoing or a one-time occurrence 
in the cost of operation; and 

3. 	 Preventivemanagementactionthatwasimplemented to control past 
and future cause(s) of identified cost increases@). 

31-008.06D Rates for State-OperatedIntermediateCareFacilities for the Mentally 
Retarded (ICF/MRs): The DepartmentpaysState-operated ICF/MRs an amount 
equivalent to the reasonable and adequate costs incurred during eachreport period. 

An interimper diem rate is paidduringthecalendaryearRatePeriod, based on 
financial and statistical data as submitted by the ICF/MR for most recent Reporting 
Period.Theinterim rate is settledretroactivelytothefacility’sactual costs, which 
determine the Final Rate. The rate hasfour components: 

1. ThePersonnelOperatingCostComponent; 
2. TheNon-PersonnelOperatingCostComponent; 
3. The Fixed Cost Component;and 
4. TheAncillaryCostComponent. 

The rate is the sum of the above four components. Rates cannot exceed the amount 
that can reasonably be estimated to havebeenpaidunder Medicare payment 
principles. 
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31-008.0601 Interim Rate: The interim rate is a per diem paid for each inpatient 
day. An interim rate is paid duringacalendaryearrate period andthen 
retroactively adjusted when final cost and census data is available. The Interim 
Rate is a projection and is intended to approximate the Final Rate as closely as 
is possible.Projections are made fromknown currentdata and reasonable 
assumptions, in accordance with provisionsat471NAC12-011.07A4(Interim 
Rates for NF’s). 

31-008.06D2 Final Rate: The DepartmentpayseachICF/MRaretroactively 
determined per diem rate for the reasonable and adequate costs incurred and 
documented for the most recent reporting period. 

31-008.0603 Personnel Operating Cost Component:Thiscomponentincludes 
wages, fringe benefits, the personnelcost portion ofsalaries, purchased 

services,and the personnel cost portion ofmanagement fees orallocated 
expenseforresidentcareservices and supportservices.Theresidentcare 
services portion shallconsist of direct care staff, direct care administration, active 
treatment,andmedicalservices.Thesupportservices portion shall consist of 
dietary,laundry, and housekeeping, property and plant, and administrative 
services. 

Boththeresidentcareservices and the supportservices portions of the 
personneloperating cost component of the Final Rateare the allowable 
personnel operating cost per day as computedfor the ICF/MR’s most recent cost 
report period. 

31-008.0604 CostNon-Personnel Operating Component: This component 
includes all costs other than salaries, fringe benefits, the personnel cost portion 
of purchasedservices, and the personnel cost portion of management fees or 
allocated expenses for the administrative, dietary, housekeeping, laundry, plant 
related, and social servicecost centers. 

The Non-Personnel Operating Cost Component of the Final Rate is the allowable 
non-personnel operating cost per day as computed for the ICF/MR’s most recent 
cost report period. 

31-008.0605 Fixed Costcomponent: Thiscomponentincludestheinterest, 
depreciation, amortization, long-term rent/lease payments, personal property tax, 
real estate tax, and other fixed costs. 

The Fixed Cost Component of the Final Rate is the allowable fixed cost per day 
as computed for the ICF/MR’s mostrecent cost report period. 
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31-008.06E Out-of-state Facilities: The Departmentpaysout-of-statefacilities 
participating in NMAP at a rate established by that state's Medicaid program at the 
time of the issuance or reissuance ofthe provideragreement.Theratewill not 
exceed the average per diem being paid to Nebraska non-State-operated facilities for 
services in a similar care classification. Thepayment is not subjecttoanytypeof 
adjustment. 

31-008.06F Initial Rates for New Providers: Providers entering the NMAP as a result 
of a change of ownershipwill receive rates as follows. The rate in effect at the time of 
the change in ownership will be paid to the new providerfor the remainder of the rate 
period. For thenext rate period, the cost reports forall owners during the report period 
will be combined. The combinedreport will be the complete cost report for that facility 
and will be usedfor rate determinations and limitation determinations. 

Providers entering the NMAP as a result of new construction, a facility re-opening, or 
a certification change from Nursing Facility to ICF/MR, will receive a prospective rate 
equal to the average prospective rate of all Nebraska non-State-operated facilities of 
thesamecare classification. The ratewillchangeat the beginning of anewrate 
period. The rate will be based on the care class average until the provider's first rate 
period following participation in the program for onefull report period. 

31-008.07 Depreciation: This subsection replaces Medicare regulations on depreciation in 
theirentirety,except that provisions concerningsale-leasebackandlease-purchase 
agreements(Medicare's Provider ReimbursementManual (HIM-15), Section110)are 
retained, subjectto the following Medicaid depreciation regulations. 

At the time of an asset acquisition, the ICF/MR shall use the American Hospital Association 
EstimatedUsefulLivesof Depreciable HospitalAssets,1988edition,todeterminethe 
useful life span. In the event that the ICF/MR determines a useful life shorter than a life 
shown in thetables,thefacility shall havedocumentationavailable to justify the unique 
circumstances that required the shorter life. In determining the allowable basis for a facility 
which undergoes a change of ownership or for new construction, see 471 NAC 31-008.05J 
and 31-008.05K. 

31-008.07A Definitions: The following definitions apply to depreciation: 

Fair Market Value: The price that the asset would bring by bona fide bargaining 
between well-informed buyers and sellers at thedate of acquisition. 

Straight-Line Method: A depreciationmethod in which the cost or otherbasis 
(e.g.,fair market value in the case of donatedassets) oftheasset,less its 
estimatedSalvagevalue,ifany,isdetermined and the balanceof thecostis 
distributed in equal amountsover the assigneduseful life of the asset class. 
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31-008.078 Buildings and Equipment: An appropriate allowance for depreciation on 
buildings and equipment is an allowablecost. The depreciation mustbe 

1. Identifiable and recorded in theprovider‘saccounting records; 
2. 	 Based on book value of the asset(s) in use before July 1, 1976. Book value 

for these purposes is defined as cost less depreciation allowed or allowable 
per American Hospital Association or internal RevenueService guidelines; 

3. 	 Based on the lesser of costor fair market value at the time of purchasefor a 
facility purchased or constructed after June 30, 1976. The basis for facility 
purchases or new construction may be subject to limitation (see 471 NAC 
31-008.05J and 31-008.05K); 

4. 	 Based on the fairmarketvalue at the timeofdonation in case of donated 
assets.Depreciation on donatedassetsmust be funded in orderto be 
allowed; this requires that money be segregated and specifically dedicated 
for the purposeof replacing the asset; and 

5. 	 Proratedovertheestimatedusefullife of theasset using the straight-line 
method of depreciation. 

31-008.07C PurchaseofanExistingFacility:Unlessthere is acomprehensive 
appraisal bya Member of theAppraisalInstitute(MAI),theDepartment uses the 
following guidelines to determineareasonableallocationoftheallowable basis to 
furniture and equipment for which ”component’ depreciation maybe claimed. 

Classification 

Moveablefurniture 
Dietary equipment 

bed 
Laundry equipment 
Heating equipment 
Air Cond. equipment 

~~~ ~ 
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31-008.07DRecapture of Depreciation:Depreciation in 471 NAC 31-008.07D refers 
to real property only. AnICF/MR which is sold for a profit and has received NMAP 
paymentsfor depreciation, shall refund to the Departmentthe lower of -

II.-. The amount of depreciation allowed and paid by the Department between 
of17, and the timeofOctober1977, sale the property; or - I. 

2.Theproduct of the ratio of depreciation paidbytheDepartment since 
October17,1977, to thetotaldepreciation accumulated by the facility 
(adjustedtototalallowabledepreciation under the straight-line method, if 
any other method has been used) times the difference in the sale price of 
the property over the book value the assets sold. 

DepreciationPaid by State x Sales Price -Book Value 

Accumulated Depreciation 

If the recapture of depreciation in any or all years before August 1, 1982, would have 
resulted in additional return on equity as allowed by the reimbursement plan then in 
effect, the amountof return on equity mustbe offset against the amount of recapture. 

Examples: Data 

Original of1. Cost $400,000 
2.TotalDepreciation (S.L.) to date $100,000 
3. Book of$300,000 

Under4. Depreciation Medicaid $ 35,000 
5. Ratio of DepreciationPaidto 

(4/2) Total 35%Depreciation 

Example A 

Facility Sold For $500,000 
Difference in the Sale Price 
the Book Value$200,000 ($500,000 - $300,000) 

Medicaid Apportionment 
(35% x $200,000) $70,000 

The amount of depreciation recaptured ongain is $35,000, the amount of depreciation 
previously paid underNMAP. 
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Example B 

Sold 	 Facility For $350,000 
Difference in the Sales Price 
Over Book Value $ 50,000the 
MedicaidApportionment -a . - - .. 

(35% x $50,000) $ 17,500 

Theamount of depreciation recapturedon gain is $17,500,which is theratio of 
depreciationpaid under NMAP for Medicaid clients ($35,000)tototaldepreciation 
accumulated ($100,000) times the amount of gain ($50,000) on the disposition of real 
property. 

31-008.07E Other Gains and Losseson Disposition of Assets: Losses on the sale of 
real property are not recognized under NMAP. Losses on the disposal ofreplaced 
buildingcomponents that havebeen specifically identified in thenursingfacility's 
depreciation schedule since acquisition will be included in the allowable fixed cost for 
the report period. Gains/losses on personal property will be reduced from/included in 
allowablefixed costs for the report period.Gains in excessoftheother allowable 
fixed costswill result in a negative fixed cost component of the facility's rate. 

31-008.07F Sale or Transfer of CorporateStock:Wheretheexistingcorporation 
continues afterthe sale or transfer of corporate stock, the depreciable basis0' assets 
used under theprogram will be that of the then existing corporation. No revaluationof 
assets is allowed when only an acquisition of stockis involved. 

31-008.08Reporting Requirementsand RecordRetention:Providersshall submit cost 
and data on Form FA-66, "Reportstatistical ofLong Term Care Facilities for 
Reimbursement"(see 471-000-41).Data must be compiled on thebasis ofgenerally 
accepted accounting principles and the accrual method of accounting for the repon period. 
If conflicts occur between generally accepted accounting principles and requirerents of 
thisregulation, the requirements of this regulationshallprevail.Financialand statistical 
records for the periodcovered bythe cost report must be accurate and sufficiently detailed 
to substantiate the datareported. All records must be readily available upon requestby the 
Departmentforverificationof the reported data.Ifrecordsarenotaccurate, sufficiently 
detailed, or readily available, the Department may correct/reduce/eliminate data. Providers 
are notified of changes. 

Each facility shall complete the required schedules and submit the original, signed Report 
to the Department within 90 days of the close of the reporting period, when a change in 
ownership or management occurs, or when terminated from participation in NMAP. Under 
extenuatingcircumstances, anextension not to exceed 15 daysmaybepermitted. 
Requests for extensions must be made in writing before the date the cost reportis due. 
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When a provider fails to file a cost report as due, the Department shall suspend payment. 
At the time the suspension is imposed, the Department shall send a letter informing the 
provider that if a cost reportis not filed, all payments made since theend of the cost report 
period will be deemedoverpayments. The providershallmaintain levels ofcare if the 
Department suspends payment. 

If the provider takes no action to complywith the obligation, the Department may refer the 
case for legal action. 

If a cost report hasnot been filed, the sum of the following is due: 

1. All interim payments made duringthe rate period to which the cost report applies; 
2. All interim payments made subsequent to the accounting rate period to which the 

cost report applies;and 
3. Costs incurred by the Department in attempting to secure reports and payments. 

If the provider later submits an acceptable cost report, the Department will undertake the 
necessary audit activities.Providerswillreceive dl fundsdue them reflected under the 
properly submitted cost reports less any costs incurred by the Department as a result of 
late filing. 

Providers shall retain financial records: supporting documents, statistical records, and all 
other pertinent records related to the cost reportfor a minimum of five years after the end 
of the report period or until an audit started within the five years is finalized, whichever is 
later. Records relatingto the acquisition and disposal of fixed assets shall be retained for a 
minimum offiveyearsaftertheassetsare no longer in use bythe provider. The 
Department shall retain all cost reportsfor at least five years after receipt from the provider. 

Facilities which provide any services other than certified ICF/MR services shallreport costs 
separately,basedonseparatecost centerrecords.Asanalternativeto separate cost 
center records and for shared costs, the provider may use a reasonable allocation basis 
documented with the appropriate statistics. All allocation bases must be approved by the 
Department before the report period. Any Medicare certified facility shall not report costs 
for a level of care to the Department which have been reportedfor a different level of care 
on a Medicare cost report. 

Transmittal # MS-01-01 

Transmittal # MS-90-08 


